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IDAHO OUTLOOK
NEWS OF IDAHO’S ECONOMY AND BUDGET

These are the days of miracle and wonder.—Paul Simon’s “The Boy in the Bubble.”

Budget Beat.  The last decade has witnessed
extraordinary events that only a few years before
seemed impossible. The Berlin Wall fell in 1989.
Germany was reunified in 1990. And the
Northwestern University Wildcats played in the
1996 Rose Bowl. Joining this list of impressive
accomplishments is the federal budget surplus. In
less than 10 years we have gone from arguing
how to solve the perennial federal budget deficit
to fighting over what to do with the surplus.

The Congressional Budget Office (CBO)
estimates the surplus from 2000 to 2009 will sum
to $2.9 trillion, which is slightly higher than the
Office of Budget and Management’s (OMB) $2.4
trillion figure. President Clinton initially proposed
using this “found money” to save Social Security
and pay for more generous drug coverage for
Medicare clients. The President has even made
the case for using the surplus to pay off the
national debt. He shows the $3.7 trillion
outstanding publicly-held debt could be paid off
by 2015.

Until recently, this debt was considered too huge
to even consider attacking. However, achieving
this would require the U.S. economy to grow
without interruption for nearly 200 additional
months. This seems unrealistic when we consider
the longest expansion this century lasted 106
months, and the current expansion is already over
100 months old. Congress would like to take the
surplus and give taxpayers a $792 billion tax cut.
This too seems unrealistic, especially since the
President has vowed to veto the tax cut bill. But it
is interesting to speculate what would happen if
Congress had its way.

Assuming the roughly $800 million in tax cuts passed and Congress
was able to keep discretionary spending within budget caps, the total
federal budget surplus for federal fiscal years 2000 through 2009
would be $1.6 billion. If history is any indicator of the future,
Congress would not be able to keep within the spending caps. Thus,
the federal budget surplus would probably be smaller. One estimate is
that it will sum to just under $1.0 billion by 2009.

Given that politics is the art of compromise, the surplus’ final fate will
probably be a hybrid of debt repayment and tax cuts. In its August
1999 forecast, DRI assumes the final package will include about $350
million in tax reductions over the next ten years. One of the concerns
about this tax cut is that it may further stimulate an already hot
economy. This does not appear to be the case. In fact, the additional
stimulus would be beneficial because it would come at a time when
consumer spending would otherwise slow because of the deteriorating
savings rate. With a tax cut of this size, even a recession would not
completely eliminate the surplus. However, it makes it impossible to
pay off the public debt according to the President’s timetable. This is
not to say the debt will never be eliminated. This decade has taught
us to never say never. Perhaps, it will even happen before the
Wildcats return to Pasadena.

(Continued from back)

Product Taxes were $0.4 million low in July, but this is entirely due to a transfer of liquor surcharge funds that was not
made on time, and will be corrected in August. Miscellaneous revenue was $0.5 million higher than expected in July as a
result of higher-than-expected interest earnings and insurance premium tax collections.
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The Growing Federal Budget Surplus
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The IDAHO OUTLOOK can now be found on the Internet at http://www.state.id.us/dfm/econinfo.htm.
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General Fund Update As of July 31, 1999

$ Millions

Revenue Source
FY00

Executive
Estimate3

DFM
Predicted
to Date

Actual
Accrued
to Date

 Individual Income Tax 878.5 59.0 56.2
Corporate Income Tax 92.5 4.5 3.3
Sales Tax 611.8 54.2 56.5
Product Taxes1 15.5 1.3 1.0
Miscellaneous 84.6 7.8 8.3

  TOTAL  GENERAL  FUND2 1,682.8 126.8 125.3
1 Product Taxes include beer, wine, liquor, and cigarette taxes
2 May not total due to rounding
3 Revised Estimate as of August 1999

The General Fund revenue forecast for FY 2000 has been revised upward to $1,682.8 million, an increase of $25.4 million
from the forecast released in January 1999. While this is 1.5% higher than the last forecast, it reflects growth of just 3.6%
over FY 1999 actual revenues. The January 1999 forecast projected 3.9% growth for FY 2000. The higher FY 2000
revenue number is the result of stronger-than-anticipated results in FY 1999. The lower growth rate anticipated for FY 2000
is due to recent economic indicators that suggest Idaho will see slower economic growth and higher interest rates in the
months ahead.

Revenue results for July were $1.5 million below the predicted amount based on the new forecast. This shortage was in the
income tax (Individual and Corporate) and Product Tax categories. Sales Tax and Miscellaneous revenues exceeded the
estimate for July. The product tax category would have been on target in July were it not for a missed transfer that will be
corrected in August. Absent that anomaly, July would have been within $1.2 million of the revenue target.

July Individual Income Tax collections were considerably lower than expected ($2.8 million), but most of this was the result
of higher-than-expected refunds ($4.0 million paid versus $1.5 million predicted). Withholding collections were $0.2 million
higher than expected and filing collections were $0.6 million lower than expected.

Corporate Income Tax collections also came in lower than expected in July, by $1.2 million. Filing collections were $0.8
million lower than expected, and refunds were $0.5 million higher than expected. On a positive note, quarterly estimated
payments were $0.1 million higher than expected in July.

Sales Tax collections were the strongest revenue category in July, coming in $2.3 million higher than expected. This reflects
year-over-year actual growth of 10.2%, versus the 5.4% that was predicted. Recent increases in interest rates are expected
to put a damper on this category in the months ahead.

(Continued on front)

BULK RATE
US POSTAGE

PAID
PERMIT NO. 1

BOISE, ID 83720


